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THE GRANBY MINING COMPANY LIMITED 


Vancouver, British Columbia 


March 15, 1971 
To the Shareholders: 


The 70th Annual Report of your Company is presented herewith. 


During 1970, The Granby Mining Company Limited increased its holdings of shares in Granisle 
Copper Limited from 1,785,382 shares (53.6%) at December 31, 1969, to 2,223,706 shares (66.8%) 
at December 31, 1970. At December 31, 1970, Pacific Holding Corporation of Los Angeles, California, 
U.S.A., reported that it held 734,550 shares (50.9%) of The Granby Mining Company Limited. 


World copper prices reached a high of about 80¢ U.S. in March, 1970, and declined rapidly 
throughout the remainder of the year to a low of about 47¢ U.S. in December, 1970. 


Although production was maintained at a satisfactory level in 1970, lower copper prices, 
together with higher income taxes, the negative effect of the revaluation of the Canadian dollar, and 
increased expenditure on exploration, resulted in sharply decreased earnings for the year compared 
with 1969. 


Net Income for 1970 was $4,344,953, or $3.01 per share, compared with $6,778,828 or $4.69 
per share, in 1969. 


Dividends paid in 1970, at $1.60 U.S. per share, totalled $2,416,974. 


Ore reserves at the Phoenix mine consist of 1,865,000 tons with an average copper content 
of .78% that can be mined at an ore to waste ratio of 1 to 3.1. In addition, there is a low-grade stockpile 
of about 3,000,000 tons containing .40% copper that can be treated ata lower profit after the ore 
reserves are exhausted. It has been necessary to reduce the pit wall slope to maintain rock stability; 
consequently 684,000 tons have been removed from the previously stated ore reserves. 


Production statistics of the Phoenix Copper Division for 1970, compared with 1969, are as 
follows:— 


1970 1969 

Tons Ore Treated = i 95 tee hi ae ee re et een oe Som ee 862,156 759,299 
Average Tons Treated’ per Dave... aoe tet te ee 2,002 2,080 
Copper Content (Gy os ee ere eee eer ee OM O) TAS: 
Tons Waste Removed nh. Sy Ae re ee ee ee 4,570,812 3,966,542 
Saleable Metal Produced: 

Copper (Libs.3).42. ea ee eee ie ee Se 11,019,611 9,107,040 

Gold (OUNCES)\2 6.4 Wee ee Ra cee tees Unsere 15,267 

Siiver (OUNCES ).kaetis ote eect eee ene entee tas Rae ee Pct 123,046 85;655 
Average Copper Price Received perLb....................... 60.6¢ 69.6¢ 

GRANISLE COPPER LIMITED 
Details of Granisle’s production for the year, compared with 1969, are: 
1970 1969 

LOMS One TREATS Gia ce tee any trae, Ars Re 2,391,161 2,329,657, 
Average tons treated.per Days... 20. cian he os se 6,551 6,383 
Copper Content (ie) vc hcicas Soe ee een es ee Osa 0.60 
Tons Waste Removedw) 7.7) A) Pee a Pe Pe ee Ogee ee O22 1,143,014 
Saleable Metal Produced: 

Copper (Lbs. indie ila. Picci eae cee age oe Tae 22,791,847 24,080,828 

Gold (Ounces)—... 48 Po fic stint Er hl: MS ER 8 10,545 15,166 

Silver (Ounees is: 05) yee, ens Oe ee ee eae ae 94,777 135,792 


Average Copper Price Received perLb....................... 58.6¢ 71.0¢ 


THE GRANBY MINING COMPANY LIMITED 


In 1970, the diamond drilling program to investigate the area around the ore body and to deter- 
mine its characteristic to depth was continued from the preceding year; drilling totalled 58,402 feet. 


From the results of this drilling, ore reserves are calculated to be 89,600,000 tons containing 
0.44% copper that can be mined at an ore to waste ratio of 1 to 1.2. 


The substantial increase in ore reserves warrants consideration of an increase in plant capacity. 
Studies were commenced in mid-year to determine the most efficient expanded plant design and cost 
estimates are being prepared so that the most profitable size and arrangement can be selected. 


It is expected that these matters can be settled at an early date so that construction could com- 
mence this summer with a probable completion late in 1972. 


The major item of capital expenditure at Granisle in 1970 was the replacement of the original 
fleet of 35-ton trucks with new 50-ton trucks. 


During 1970, Mr. H. R. Malkin resigned as a Director of Granisle, and Mr. Rene R. Woolcott, 
President and Chief Executive Officer of Pacific Holding Corporation, and Chairman of the Executive 
Committee and Director of The Granby Mining Company Limited, and Mr. Walter M. Colley, Senior 
Vice-President, Finance, and Director of Pacific Holding Corporation, and a Director of The Granby 
Mining Company Limited, were elected Directors of Granisle Copper Limited. 


GRANBY — GENERAL 


Exploration activities were increased in 1970. The main area of investigation was centered 
around the Phoenix mine. An exploration office was established at Smithers in central British Colum- 
bia. Many mineral occurrences were examined during the year. Two of these warrant further work in 
1971. The Company continued to participate in several syndicates operating in British Columbia, 
other parts of Canada, and one in Mexico. 


An arrangement has been made for Granisle Copper Limited to participate with the Company 
in all new exploration projects conducted by Granby, commencing in 1971. 


During the year, Mr. J. S. Nye resigned from the Board and Mr. Walter M. Colley was elected 
a Director. 


The Annual General Meeting of the Company will be held in the Hotel Vancouver, Vancouver, 
British Columbia, at 11:00 a.m., Thursday, April 22, 1971. 


In 1970, the Phoenix mine was accorded the honour of being designated by the British Colum- 
bia Department of Mines as having the best safety record among open pit mines in British Columbia. 


The Board of Directors commend the efforts and co-operation of the Company's staff throughout 
the year. 


On behalf of the Board, 


L.T. POSTLE, 
President. 


ASSETS 


Current assets: 


Cash and short-term deposits 


Marketable securities, at cost (market value $4,607,895, 
1969 $5,864,443) 


Accounts receivable 


ew tei ah Voter (wl fomiel (e) afte he! fed sic] \ehitp? le) (a el eite Amiel ie! wiwateier ane! a 


Metals in concentrates, at estimated realizable value 


Materials and supplies, at cost 


Prepaid expenses 
Totalhcurrent:aSSetS s5.nci te een eee eee 


Refundable deposits and sundry assets 


Property, plant and equipment, at cost (Note 3) 
Less accumulated depreciation and depletion 


Deferred charges, less amortization: 


Mine development and pre-production expenditure (Note 3)... 


Retirement plan contribution 


See accompanying notes to consolidated financial statements. 


THE GRANBY MINING COMPA 


CONSOLIDATEL 
Decemb 
(With comparative fi: 


1970 1969 

hae $13,145,876 14,778,976 

ue 4,430,127 4,593,933 

dads 135,675 359,112 

a4 2,442,571 4,549,220 

pe 1,221,445 1,110,368 

et 35,667 51,728 

ae 21,411,361 25,443,337 

Ae 499,736 515,024 

APs 24,180,466 19,223,457 

napae 7,821,279 6,664,771 
OUT _O: OCs a | 

16,359,187 12,558,686 

417,487 895,453 

oes 274,552 297,432 

692,039 1,192,885 

$38,962,323 39,709,932 


AUDITORS’ REPORT | 


We have examined the consolidated balance sheet of The Granby Mining Company 
Limited and subsidiaries as of December 31, 1970 and the consolidated statements of earn- 
ings, retained earnings and contributed surplus and source and application of funds for the 
year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 


position of the company and subsidiaries at December 31, 1970 and the results of their 


LIMITED AND SUBSIDIARIES 


LANCE SHEET 
, 1970 


for 1969) (Note 11) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


1970 1969 
Current liabilities: 
Accounts payable and accrued liabilities.................... $ 842,207 921,105 
RAKES TOA VINE tris a cal pees cv iad we MiWae em boa weet ss 824,717 1,096,139 
Oa MCUITONEMADINNCSs.5 as «sglad 5 sire tle Maw ace ee be 1,666,924 2,017,244 
mmmmmernmncome taxes (NOtG 4)... 26. se ek ec ce ck ee ees 365,000 237,000 
Seam interest in SUDSICIALY.... 6.2... eee eee ee ee es 6,924,743 9,378,011 
Shareholders’ equity (Notes 5 and 6): 
Capital stock: 
Authorized 6,000,000 shares par value $1.66-2/3 per share; 
issued and outstanding 1,444,371 shares............. 2,407,285 2,407,285 
Contributed surplus, per accompanying statement............ 1,241,502 1,241,502 
Retained earnings, per accompanying statement............. 26,356,869 24,428,890 
Totalshareholders equity: aes. ss 6.6 ce Bees ee 30,005,656 23 OM ORG 


Contingent liability (Note 10). 


$38,962,323 39,709,932 
On behalf of the Board: 


L.T. POSTLE, Director 
R.M. MacRAE, Director 


HE SHAREHOLDERS 


operations and the source and application of their funds for the year then ended, in accord- 
ance with generally accepted accounting principles, which except for the change in the 
method of calculating depreciation and depletion (of which we approve) as described in 
Note 3 to the consolidated financial statements, have been applied on a basis consistent 
with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Vancouver, British Columbia 
January 28, 1971 Chartered Accountants 


THE GRANBY MINING COMPANY LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31, 1970 


(With comparative figures for 1969) (Note 11) 


Value of production of copper, gold and silver.............. 


Cost of ProGuctionnn 7). ate eae cae eee nee ere ee 
Depreciation, depletion and amortization. ................. 
Outside exploration......... POR NS Sree eta ch ee 
AGIMUNISTRALIO R23, ee cots Aetene tee, ate ce ace mee ena ga 
eae on U.S. exchange due to revaluation of Canadian dollar 

Note 7 


OPSratnG Oro nie ace osha, Mace iste ears ee 
Investmentand other income x.aant +e ee eee 
Earnings before income taxes and minority interest. ........ 
Provision for income taxes (Note 4): 


Earnings before minority interest in net earnings of subsidiary 
Minority interest in net earnings of subsidiary.............. 


Earnings before extraordinary items...................... 
Extraordinary items: 


Gain on sale of mining properties (Note 8).............. 
Amount written off investment in Jedway Iron Ore Limited 
(Note 12) ccs eo eee ee rete 


Net-earnings forthe. year. aa... oto cnn ieee een ere 


Per share earnings: 


Net earnings before extraordinary items............... 
Extraordinary items 4%, 4) reas eae ee att eens nee 


Net earnings for ine Veal: se. 2 eee ene ee ee 
Numberof shares outstanding)... Maer e ns ceee eeee 


See accompanying notes to consolidated financial statements. 


1970 1969 

$19,966,102 23,739,238 
9,025,257. 8,012,612 
2.502.938 2.159.578 
639,247 266,803 
706,810 610.450 

634,406 = 
13,508,658 11,049,443 
6,457,444 12,689,795 
1,484,120 1,234,057 
7,941,564 13,923,852 
2,025,000 1,605,000 
98,000 (15,000) 
2,153,000 1,590,000 
5,788,564 12,333,852 
1,948,299 5,135,024 
3,840,265 7,198,828 

504,688 = 
S. (420,000) 
$ 4,344,953 6,778,828 
$2.66 4.98 
35 (.29) 
$3.01 4.69 
1,444,371 1,444,371 


THE GRANBY MINING COMPANY LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
AND CONTRIBUTED SURPLUS 


Year ended December 31, 1970 
(With comparative figures for 1969) 


ere 1910'S Ao SES 

Retained earnings: 
Eelance at beginning Of year. .. 2.0 655 22.0.0. ee $24,428,890 20,09 067 
macmictcamings sor the Vear.s is. ewe oP. Bee ek oe 4,344,953 6,778,828 


28,773,843 27,538,395 
Deduct cash dividends of $1.60 U.S. per share 


EA ald aS SGT SDE a a ok GAO 2 on ae a 2,416,974 3,109,505 
SUA UGTS UO) TY8 Te | OU Ys | ae CA ene en $26,356,869 24,428,890 
1970 1969 


Contributed surplus: 
Balance unchanged during the year. ..... 0... eee ee eee $ 1,241,502 1,241,502 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended December 31, 1970 
(With comparative figures for 1969) (Note 11) 


1970 1969 
Funds provided by: 
Operations: 
NEUCAMINOSTOM MIE VEar oo. wine hee oad wate ee headin $ 4,344,953 6,778,828 
Depreciation, depletion and amortization................. 2,502,938 219516 
DEIEEFECINGCOMEH AXES 7. = hrc eA ie ne enone a le ad os 128,000 (15,000) 
OAC Gs ied 9 Mere as: MONI es RO SMR CAE RO Re gr ea (134,819) (27,989) 
Funds provided by operations.................... 6,841,072 8,895,417 
Disposal of property, plant and equipment................... 507,341 270,356 
REGUCTION OROMNERASSCIS sa recites aie ees cee ee tae he ee 15,288 2303322 
Increase in minority interest in subsidiary................... os ROMO MOO 
Opal MUTE SOLO VIC CU iia wlan id = tek a Mea 2 hacen es 43 7,063,001 TROT. 230 
Funds applied to: 
Purchase of property, plant and equipment.................. 2,766,516 1,771,989 
Excess cost on acquisition of shares in subsidiary, 
AIOCATSC LO MMneTE ne aIIS es sc cad ine es avn ee 6 ee 3,408,599 1,509,062 
Decrease in minority interest in subsidiary................... 2,453,268 — 
DU Narebeyare Op ct 11s od A ae AE Ose | Iisa iS SR? 6 A ee a 2,416,974 3,109,505 
TP Oras ADDU eye ae i ee hk AE 8 kale ces 14,045,350 6,390,556 
Increase (decrease) in working capital......................04. (3,681,656) 4,680,674 
Ze OLKmne Capital at DEGINNING OP VEOh a... cawees « c- iccs eens ae wae 23,426,093 18,745,419 
ivondnoe Capital at-end Of Year| 22h... aa oes Cal eles. esas ees $19,744,437 23,426,093 


See accompanying notes to consolidated financial statements. 


THE GRANBY MINING COMPANY LIMITED AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1970 


1. PRINCIPLES OF CONSOLIDATION: 


The accompanying consolidated financial statements include the accounts of The Granby Mining Com- 
pany Limited and subsidiaries, Granisle Copper Limited and certain inactive companies, after elimina- 
tion of all significant inter-company items and transactions. During 1970 the company increased its 
share ownership of Granisle Copper Limited from 53.6% to 66.8%. The financial statements of a sub- 
sidiary, Jedway Iron Ore Limited, have not been consolidated as its mining operations have ceased 
and the investment therein is considered to have no value. 


2. CONVERSION OF UNITED STATES CURRENCY: 
Current assets in United States dollars have been converted into Canadian dollars at the rate of exchange 
prevailing at December 31, 1970. 
3. PROPERTY, PLANT AND EQUIPMENT: 
Particulars of the cost of property, plant and equipment are as follows: 
December 31 


1970 1969 
Mineralliclainisie Fes Re ee eee ee Pee ec eceaa e $ 5,130,567 1,721,968 
Liericiet bi cc Su ake ol tks pe SLA foe cg 71,978 62,392 
Mine bulldings: andequipment:s.).5..4 01. 0eeR eee oe ae 13,668,366 12,929,516 
Mobile and other equipment: ., ..2 i. 22 sane ee eee oe 5 SUG O08 4,509,581 


$24,180,466 19,223,457 


The excess of cost of shares in a subsidiary, Granisle Copper Limited, over net book value at time of 
acquisition of $4,917,661 ($1,509,062 at December 31, 1969) has been allocated to mineral claims 
which are being amortized on the basis of the proportion of the yearly production of ore to the esti- 
mated ore reserves of the Granisle mine which have been increased during 1970. If the previous year’s 
amortization rate had been used the amount written off the excess acquisition cost would have been 
increased by approximately $221,000. 


During the year the company changed its basis of providing depreciation and depletion of its Phoenix 
mine buildings and equipment and mineral claims to one which is designed to amortize the written 
down value of these assets at December 31, 1969 and the cost of subsequent additions over the four 
years ending December 31, 1973. If the same rates had been used as were applicable in 1969 the 
provision for depreciation and depletion on these assets would have been increased by approximately 
$20,000. Depreciation of Granisle’s mine buildings and equipment is calculated on the straight-line 
method at 8% of cost. Depreciation of all mobile equipment is calculated on the diminishing balance 
method at 30%. 


Amortization of the pre-production expenditure of the Granisle mine is calculated on the straight-line 
method at 20% and the balance of these costs will be fully amortized in 1971. 


4. INCOME TAXES: 

The depreciation and amortization which will be claimed for income tax purposes will exceed the amount 
recorded in the accounts. The consolidated provision for deferred income taxes in 1970 would, under 
normal circumstances, have amounted to $1,518,000. The company’s subsidiary, Granisle Copper 
Limited, had however provided depreciation and amortization during its tax-free period which did not 
have to be claimed for income tax purposes, and as a result, the consolidated provision for deferred 
income taxes has been reduced by $1,390,000 to $128,000. 


5. CAPITAL STOCK: 


Under the company’s “Restricted Stock Option Plan”, dated January 13, 1960, 138,000 shares of The 
Granby Mining Company Limited stock were reserved for the granting of options to key employees, 


10. 


ihe 


THE GRANBY MINING COMPANY LIMITED AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, (continued) 
DECEMBER 31, 1970 


the purchase price per share being 10% above the market value at the date of the grant. The options 
are for a term of ten years from the date of the grant, and there are certain limitations on the number 
of shares that can be acquired in the first five years. No options were granted in 1970. An option on 
2,000 shares at $38.23 U.S. per share was outstanding at December 31, 1969 and 1970. Unallocated 
shares under the plan totalled 54,400 shares at December 31, 1970. 


RETAINED EARNINGS: 


The company acquired control of Granisle Copper Limited in 1969. Under the provisions of the Federal 
Income Tax Act, the retained earnings, as defined, of this subsidiary at the time of acquisition which 
were approximately $8,360,000, became a “designated surplus” for income tax purposes. At Decem- 
ber 31, 1970, the company’s share of this designated surplus amounted to approximately $5,580,000. 
lf all, or part, of this amount is distributed by Granisle Copper Limited to the company, income taxes 
of approximately 50% would be payable on the amount received. 


LOSS ON U.S. EXCHANGE: . 


On May 31, 1970, the Canadian dollar was unpegged and the effect of this revaluation was to reduce the 
value of the consolidated current assets in U.S. dollars at that date by $634,406. 


GAIN ON SALE OF MINING PROPERTIES: 


The gain on sale of mining properties of $504,688 is a final amount received on account of the sale of 
mining properties which took place in 1967. 


ADMINISTRATION: 


Remuneration of directors and senior officers (as defined in the British Columbia Securities Act) amounted 
to $280,243 in 1970 ($276,665 in 1969). 


CONTINGENT LIABILITY: 


On January 19, 1970, Silver Standard Mines Ltd. (N.P.L.) obtained a Judgment against The Granby 
Mining Company Limited and Jedway Iron Ore Limited in the amount of $10,265 and costs to be taxed. 
The obligation of The Granby Mining Company Limited under that Judgment arises by reason of its 
having guaranteed the liabilities of Jedway Iron Ore Limited to Silver Standard Mines Ltd. (N.P.L.) 
under an agreement dated January 20, 1961. Unless the Judgment is set aside it, in effect, means Jed- 
way Iron Ore Limited has a liability to Silver Standard Mines Ltd. (N.P.L.) which obligates it to pay 
quarterly to Silver Standard Mines Ltd. (N.P.L.) interest at 6% per annum from April 1, 1968 ona 
principal amount of $684,200 which was reduced to $670,454 by July 25, 1968. The principal amount 
is not required to be paid but by reason of the Judgment interest at 6% per annum continues to be pay- 
able thereon. The Judgment also means that if Jedway Iron Ore Limited defaults (an event which is 
likely to occur) The Granby Mining Company Limited, as guarantor, must assume that liability. On the 
recommendation of counsel both The Granby Mining Company Limited and Jedway Iron Ore Limited 
appealed the Judgment to the Court of Appeal of British Columbia. The proceedings before that Court 
terminated on January 14, 1971 and on that day its decision on the appeal was reserved. The Court of 
Appeal has not as yet rendered its decision but it is anticipated the same will be rendered sometime 
during the spring of 1971. Accordingly, no provision has been made in the accounts for accrued 
interest, the said costs to be taxed and the costs of the said appeal which, at December 31, 1970, 
amounted to approximately $130,000. 


COMPARATIVE FIGURES: 


The consolidated financial statements for the year ended December 31, 1969, as previously reported, 
have been restated where applicable to conform with the presentation used in the current year. 


